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BEFORE THE
FEDERAL COMMUNICATIONS COMMISSION

WASHINGTON DC 20554

IN THE MATTER OF

PROPOSAL TO REVISE THE
METHODOLOGY FOR DETERMINING
UNIVERSAL SUPPORT

CC DOCKET NO. 96-45

CC DOCKET NO. 97-160

DA 98-715-USF PROPOSAL

REPLY COMMENTS OF THE ASSOCIATION OF COMPETITIVE
TELECOMMUNICATION PROVIDERS

Pursuant to Section 1.415 of the Conunission's Rules, 47 C.F.R. §1.41S, the Association of

Competitive Telecommunication Providers, Inc. ("APeT"), by its attorneys, submits these reply

comments in response to the FCC's Public Notice dated April 15, 1998,1 in the above referenced

proceeding. In particular, the APCT replies to the "Comments ofPuerto Rico Telephone Company"2

submitted by the Puerto Rico Telephone Company ("PRTC"), which would maintain Universal

Service support in "insular areas" at their current levels, should any proposed proxy model reduce

support payments below their current levels.

·Common Carrier Bureau Seeks Comments on Proposals to Revise the Methodology for
Determining Universal Service Support," FCC Public Notice, DA 98-715(rel. Apr. 15, 1998).

2 In the MAtter of Fedc;ra)·SJatt Jgint BOard on t.:niYWlI Service FOrward-LoQIdn& MechanjliJD for
Hl&b CQst Supppn for Non-Rural LEe's, CC Docket Nos. 96-45 and 97-160, Comments of
Puerto Rico Telephone Company (filed May 15, 1998) ("PRTC Comments").



INTRODUCTION AND SUMMARY

On May 15, 1998, the APCT filed its comments in the above referenced proceedings3

particularly responding to the "Proposal ofPuerto Rico Telephone Company",4 submitted by PRTC.

In its comments the APCT concurs with the PRTC Proposal finding that without this waiver,

there would be drastic disruption of telecommunication services, and would put Puerto Rican

telecommunications companies into financial twmoil, jeopardizing service to consumers.

Though APCT conditionally supports PRTC's Proposal, APCT requests that because of

PRTC's anti-competitive and monopolistic behavior, and the overly broad language used in the

proposal, PRTC and its proposal should be subject to additional conditions and modifications. The

conditions that the APeT requested be imposed on PRTC were: the elimination of unlawful cross-

subsidies; cost-based rates and charges; a "transition period" ending at a definite date; and that PRTC

should be required to submit quarterly reports.

APCT Comments signaled that through PRTC's Proposal it was evident that PRTC wanted

the FCC to essentially "reverse engineer" the USF fonnula in order to continue receiving its annual

$146 million subsidies,s This is now more evident PRTC's subtle argument in favor of the

pennanence of the 25/75 federal- state allocation fonnula for funding the Universal Service needs

in Puerto Rico underscores its true intent. On the one hand, the argument rests on the erroneous

In the matter of PrOPosal tp Revise the Methodologv of Detmpinwa Universal Sugport, CC
Docket Nos. 96-45 and 97-160. Comments of the Ar.sociation of Competitive Telecouununication
Providers (flled May 15. 1998) (nAPCf Comments").

4 In the Matter of Fo4ea1-Swe Joint Board on Univmal Service. Forward-Looking Mechanism for
Hiah Cost SYRPQI1 for Npn-Rural LEC'i. CC Docket Nos. 96-45 md 97-160, Proposal of Puerto
Rico Telephone Company (filed Apr. 27, 1998) ("PRTC Proposal").

See APCT Comments, at 7.
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assumption that PRTC's costs of providing service throughout Puerto Rico are accurate and

reasonable, On the other hand, given the inordinate gap between the federal contribution and the

alleged support need for high cost service, if the universal support level is maintained at the 1998

level, the local state contribution needed would result in the imposition of a local contribution that

would cripple competition and constitute an insunnountable barrier to entry in the local market.

DISCUSSION

PRTC's Proposal is as follows:

"For any insular area that would receive less funding under the proposed proxy model
methodology than that received under the methodology used in 1998, support for earners serving
a designated universal service area within such insular area (such as Puerto Rico) shall remain based
on the 1998 methodology until at least January 1,2001.

For carriers serving the insular areas identified above, there will be no transition to the proxy
model methodology unless and until it can be detennined that the model accurately predicts a
carrier's cost of serving the area,

For the purposes of this methodology, "any insular area" means any state, commonwealth,
or territory that may be classified as insular",6

In its comments, the APCT conditionally supported PRTC's Proposal, subject to: (1) the

elimination of unlawful cross-subsidies; (2) cost-based rates and charges; (3) a "transition period"

ending at a definite date and (4) require PRTC to submitt quarterly reports.

PRTC Conunents pointed out that "PRTC immediately realized that the application ofthe

proxy model methodology to Puerto Rico would fail to ensure affordable rates and would result in

devastating loss of federal universal service support of more than $100 million",7 PRTC also

6

7

PRTC Proposal at 2.

PRTC Comments at 2.



explained that its "proposal addresses the inability of the proposed proxy model methodology to

predict the cost ofpreviding service in an insular area. "s

As the APCT stated in its comments, PRTC wants the FCC to essentially Mreverse engineer"

the USF fonnula, in order to continue receiving its annual $146 million in subsidies.9 The APCT

agrees in principle that the USF subsidy should correspond to the cost ofproviding the service in the

particular area. However, the APCT urges the FCC to look closely at the data and fonnula used by

PRTC to determine its cost of providing service. Furthermore, the FCC should require PRTC to

submitt data supporting its claims of cost. PRTC's position discussed in its proposal and comments,

rests on the erroneous assumption that PRTC's costs in providing service are accurate and

reasonable.

PRTC Comments underscore the intentions ofPRTC. In their twisted view, PRTC believes

that they have a inalienable right to receive the same level of revenue that they had prior to

competition and that the Universal Service Fund is one of the ways for them to be made whole after

their income is reduced due to competition. They do not want to consider the politically difficult

actions ofreducing cost by improving operations, reducing waste and eliminating its monopolistic

practices. Neither do they want to consider eliminating implicit subsidies as required by the

Telecommunication Act.

In its comments, the PRTC also dismisses the proposals of other parties seeking to increase

the federal share of support from the current level of 25 percent.10 It seems clear that PRTC should

8

9

10

PRTC Comments at 3.

APCT COIllJllents at 7.

PRTC Comments at 4.
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not care where the funds come from, therefore their opposition to increasing the federal subsidy can

only be logically linked to their intention that the local universal service fund tax would become a

fonnidable barrier to the competition. Hence, ifthe PRTC Proposal and Comments are approved,

without the conditions and modifications requested by the APCT in its comments, PRTC would

achieve the objectives of (I) maintaining the USF support at the current levels which can not be

supported by a sensible forward looking cost methodology and do nothing to improve the operational

efficiencies of PRTC, and (2) raise a huge barrier that would impede an effective competition by

means ofa large local tax on gross revenues.

CONCLUSION

For the foregoing reasons, the APCT supports PRTC's request to postpone the application

ofthe forward-looking cost model to Puerto Rico until January 1, 2001, subject to the conditions and

modifications specifically contained on APCT Comments.

Respectfully Submitted,

ASSOCIATION OF COMPETITIVE
TELECOMMUNICAnON PROVIDERS, INC.

. .~Rntj
~{j~~
Arnaldo A. Mignucci-Glan om
Leonard Mignucci & Perez-Giusti
33 Bolivia Street, Suite 530
Hato Rey, Puerto Rico 00917
Tel. (787) 754-8300 / Fax. (787) 766-3221

Its attorneys

Date: May 29, 1998
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that the foregoing Reply Comments of the Association of Competitive Telecommunications
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Commissioner
Federal Communications Commission
1919 M Street, NW, Room 832
Washington, DC 20554

The Honorable Harold Furchtgott-Roth *
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 802
Washington, DC 20554

The Honorable Gloria Tristani, *
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 826
Washington, DC 20554

The Honorable Julia Johnson, State Chair
Chairman
Florida Public Service Commission
2540 Shumard Oak Blvd.
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Tallahassee, FL 32399-0850

The Honorable David Baker, Commissioner
Georgia Public Service Commission
244 Washington Street, SW
Atlanta, GA 30334-5701

A. Richard Metzger, Jr., Chief *
Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W., Room 500
Washington, DC 20554

Charles Bolle
South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

Deonne Bruning
Nebraska Public Service Commission
300 The Atrium, 1200 N Street,
P.O. Box 94927
Lincoln, NE 68509-4927

James Casserly *
Federal Communications Commission
Commissioner Ness's Office
1919 M Street, NW, Room 832
Washington, DC 20554

Rowland Curry
Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326
Austin, TX 78701



The Honorable Laska Schoenfelder
Commissioner
South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

The Honorable Patrick H. Wood, III
Chairman
Texas Public Utility Commission
1701 North Congress Avenue
Austin, TX 78701

Irene Flannery, Federal StaffChair *
Federal Communications Commission
Accounting and Audits Division
Universal Service Branch
2100 M Street, NW, Room 8922
Washington, DC 20554

Lori Kenyon
Alaska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage,AK 99501

Sandra Makeeff
Iowa Utilities Board
Lucas State Office Building
Des Moines, IA 50319

Philip F. McClelland
Pennsylvania Office ofConsumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

James Bradford Ramsey
National Association ofRegulatory Utility
Commissioners
1100 Pennsylvania Avenue, NW
P.O. Box 684
Washington, DC 20044-0684

Ann Dean
Maryland Public Service Commission
16th Floor, 6 Saint Paul Street
Baltimore, J\ID 21202-6806

Bridget Duff, State StaffChair
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0866

Paul Gallant
Federal Communications Commission
Commissioner Tristani's Office
1919 M Street, NW, Room 826
Washington, DC 20554

Mark Long
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0866

Kevin Martin *
Federal Communications commission
commissioner Furchtgott-Roth's Office
1919 M Street, NW, Room 802
Washington, DC 20554

Barry Payne
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100 North Senate Avenue, Room N501
Indianapolis, IN 46204-2208

Brian Roberts
California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102



Tiane Sommer
Georgia Public Service Commission
244 Washington Street, SW
Atlanta, GA 30334-5701

JoeD. Edge
Tina M. Pidgeon
Drinker, Biddler & Reath LLP
901 15th Street, NW, Suite 900
Washington, DC 20005

ITS, Inc.
1231 20th Street, NW
Washington, DC 20554

Phoebe Forsythe !sales
Vicente Aguire Iturrino
Casandra Lopesz
Telecommunications Regulatory Board
ofPuerto Rico

Capital Center Building, Avenida Arterial
Hostos #3, 9th Floor
Hato Rey, PR 00918
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